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Most individuals regard full-time, long-term employment as the 
preferred employment relationship. As such, those in alternative forms 
of employment may be cast as working in the “shadow” of the main-
stream. The term shadow workforce thus refers to individuals engaged 
in forms of employment that differ from full-time, long-term employ-
ment. That is, they are engaged in nonstandard work (Carré and Joshi 
2001). The shadow workforce garners public attention in headlines, ti-
tles, and statements proclaiming “The End of the Job,” The Downsizing 
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of America, and “Jobs in an Age of Insecurity,” and in judicial decisions 
developing case law concerning this group (Bridges 1994; Cahill 1996; 
Church 1993). 
Opinions on the shadow workforce are polarized. Some point to 
anxiety among workers about the disappearance of job security, career 
ladders, and benefi ts in the shadow workforce (Nollen 1996). Others 
argue that such sentiments are exaggerations of the extent of shadow 
work, its consequences, or both (Cohany 1998; Dennard 1996; Ettore 
1994; Lenz 1996). The latter view suggests that nonstandard employ-
ment offers greater fl exibility to employees and employers and benefi ts 
society as a result of a more effi cient and cost-effective use of labor. 
Both extremes are stereotypical attitudes to nonstandard work. The re-
ality is that the shadow workforce is not a homogeneous entity. Signifi -
cant differences exist among shadow workers in demographics, skills, 
income and education levels, and motivation. Researchers should not 
view contingent workers as a monolith, for such amalgamation prompts 
overly simplistic diagnoses. Differences between types of contingent 
workers are so pronounced that, for some workers, the shadow work-
force is preferred to the mainstream. For those strongly preferring the 
mainstream, some parts of the shadow are clearly darker than others. 
We begin with data on the extent and composition of the shadow 
workforce to provide an overview of trends in contingent and nonstan-
dard employment arrangements. We also examine differences in per-
spectives on the job consequences of such employment. We then adopt 
a psychological approach to understand growth in the shadow work-
force from both the demand or employer perspective and the supply or 
labor perspective. We refl ect upon attempts to incorporate contingent 
employment into standard models of the employment system, conclud-
ing with some questions still seeking answers, living true to the motto 
that good research should recommend further research. 
DEFINING AND ESTIMATING THE SHADOW WORKFORCE
Computing the size of the shadow workforce is complicated by its 
heterogeneity. What unites its inhabitants is that they are not currently 
party to full-time, long-term employment and instead are engaged in 
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nonstandard work (Carré and Joshi 2001). Early attempts to quantify 
the shadow workforce referred to “contingent employees” and oper-
ationally involved aggregating some or all of the following groups: 
part-time workers, individuals employed in the temporary help–sup-
ply industry, and contract workers with a single client (Callaghan and 
Hartmann 1991). This helped to narrow the group, but its impreci-
sion led to unreliable estimates. Fortunately, signifi cant progress has 
occurred over time in the sophistication of available estimates of the 
shadow workforce. The U.S. Bureau of Labor Statistics (BLS), begin-
ning in 1995, has collected data on the phenomena through a supple-
ment to the Current Population Survey (CPS), administered monthly to 
approximately 50,000 American households. The supplement employs 
two conceptualizations: “contingent employment” and “alternative em-
ployment arrangement.”
The BLS defi nes contingent employment as work that does not 
involve explicit or implicit contracts for long-term employment. Con-
tingent work was initially conceptualized as “conditional and transi-
tory employment arrangements as initiated by a need for labor,” or in 
other words, individuals in employment relationships where the condi-
tions are likely to be immediately and directly contingent on changes 
in production processes and fl uctuations in product and service demand 
(Freedman 1985). Such direct contingency might be illustrated by soft-
ware programmers in the dotcom bust, when decreases in demand for 
software skills produced decreased demand and greater idle time for 
software programmers employed on a per-project basis. Thus, in the 
BLS data set, contingent work is employment expected to last less than 
a year; contingent workers are individuals who do not perceive them-
selves as having an explicit or implicit contract for ongoing employ-
ment (Hipple 1998). 
Three alternative measures of contingent work are used by the BLS 
(Polivka and Nardone 1989). Estimate 1, the narrowest, measures con-
tingent workers as wage and salary workers who both expect to work in 
their current jobs and have worked for their current employers for one 
year or less. Self-employed workers and independent contractors, as 
well as individuals working for temporary help employment agencies 
or contract companies who expect to be employed under these arrange-
ments for more than one year, are excluded under this estimate. 
Ch. 2.indd   31 4/11/2008   11:03:10 AM
32   von Hippel et al.
Estimate 2 includes the self-employed and independent contractors 
who expect to be and have been in employment relationships for one 
year or less. This category also includes temporary help and contract 
company workers who expect to be working for the customers to whom 
they have been assigned for one year or less. For example, based on the 
above defi nitions, a temporary worker who has worked for the same 
temporary employment agency for fi ve years but who moves from one 
client to another on a regular basis (e.g., weekly or monthly) would be 
considered contingent under Estimate 1 but not under Estimate 2.
Contingent employment is expanded in Estimate 3 to include all 
wage and salary workers who do not expect their employment to last 
for a year, except for those who, for personal reasons, expect to leave 
jobs that they would otherwise keep. For example, under Estimate 3, a 
worker who has been employed by a company for 15 years but expects 
to retire in four months would be contingent. 
Using Estimate 3, there were 5.7 million contingent workers in 
2005, representing 4.1 percent of the total U.S. workforce (Table 2.1). 
This is only a very slight increase from 2001 levels of 5.4 million con-
tingent workers, representing 4.0 percent of total employment. Also of 
note is that 1995, the fi rst year of the series, yielded the largest estimates 
of contingent workers in both raw number and percentage terms. As a 
percentage of total employment, contingent employment in these sur-
vey data decreased in the 1997, 1999, and 2001 surveys, leveling with 
very similar percentages of employment fi gures in 2001 and 2005. To 
the best of our knowledge these facts cannot be attributed to changes in 
defi nition or survey methodology. Whether this 10-year swath of data 
portrays a longer-term trend, a portion of a cyclical trend, or perhaps is 
linked to other phenomena, such as trends in international outsourcing, 
is grounds for healthy speculation. 
A second conceptualization used in the supplement to the Current 
Population Survey (CPS) concerns “alternative employment arrange-
ments.” Specifi c alternative employment arrangements included are in-
dependent contractors, on-call workers, temporary help agency work-
ers, and workers provided by contract fi rms (Cohany 1998). 
Independent contractors work for themselves and thus are not em-
ployees in a traditional sense. They may work with several clients on 
different projects at the same time (e.g., a computer consultant). On-call 
workers are people who do not have a regular schedule for reporting to 




orkforce   33
Table 2.1  Contingent Worker Employment in the United States
Number of contingent workers (in millions) % of U.S. employment
1995 1997 1999 2001 2005 1995 1997 1999 2001 2005
Estimate 1 2,739 2,385 2,444 2,295 2,504 2.3 2.0 1.9 1.7 1.8
Estimate 2 3,422 3,096 3,038 2,963 3,177 2.9 2.6 2.3 2.2 2.3
Estimate 3 6,034 5,574 5,641 5,369 5,705 5.2 4.6 4.3 4.0 4.1
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Contingent and Alternative Employment Arrangements, 
Employed Contingent and Noncontingent Workers by Selected Characteristics, February 1995, 1997, 1999, 2001, 2005.
C
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work. They fi ll in for regular, full-time positions due to staffi ng short-
ages or temporary absences (e.g., substitute teachers). Temporary help 
agency workers and workers provided by contract fi rms are employees 
of one company who carry out work assignments for another organiza-
tion. Temporary help services specialize in placing otherwise uncon-
nected individuals temporarily with clients for specifi c projects, while 
contract fi rms typically lease out their employees for signifi cantly lon-
ger periods of time to client company sites (e.g., janitors, security staff, 
engineers, and information technology workers).  
The 2005 survey identifi ed 10.3 million independent contractors 
(7.4 percent of the U.S. workforce), 2.5 million on-call workers (1.8 
percent), 1.2 million temporary help workers (0.9 percent), and 813,000 
contract workers (0.6 percent). The proportion of people employed 
in alternative arrangements increased from 9.3 percent (12.5 million 
people) in 2001 to 10.7 percent (14.8 million) in 2005. As shown in 
Table 2.2, the largest alternative employment arrangement category in 
all fi ve surveys (1995–2005) was independent contractors, four times 













1995 8,309 2,078 1,181 652 111,052
1997 8,456 1,996 1,300 809 114,199
1999 8,247 2,032 1,188 769 119,109
2001 8,585 2,089 1,169 633 121,917
2005 10,342 2,454 1,217 813 123,843
% of U.S. 
employment
1995 6.7 1.7 1.0 0.5 90.1
1997 6.7 1.6 1.0 0.6 90.1
1999 6.3 1.5 0.9 0.6 90.7
2001 6.4 1.6 0.9 0.5 90.6
2005 7.4 1.8 0.9 0.6 89.1
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Workers with Alterna-
tive and Traditional Work Arrangements by Selected Characteristics, February 1995, 
1997, 1999, 2001, 2005.
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as large as “on-call workers,” the next largest category. Interestingly, 
2005 marked the highest absolute number and employment percentage 
for three of the four alternative employment arrangements: independent 
contractors, on-call workers, and contract workers. The only segment 
that was not at a historical high in absolute numbers was temporary help 
agency work, which was below the record 1997 levels in absolute num-
bers and in percentage representation. Viewing the shadow workforce 
through the lens of alternative work arrangements portrays a sense of 
greater stability in the phenomena than when viewed through the lens of 
contingent work. “Traditional” work arrangements characterized 90.1 
to 90.7 percent of employment in the period 1995–2001, dropping to 
89.1 percent only in the latest survey year of 2005. 
In sum, whether viewed through the lens of alternative employment 
arrangements or that of contingent workers, the shadow workforce is a 
nontrivial proportion of the U.S. workforce, as measured from 1995 to 
2005. 
WHO IS IN THE SHADOW WORKFORCE?
The heterogeneity of the shadow workforce is evident in its demo-
graphic composition, briefl y described here using CPS data on contin-
gent workers and alternative employment arrangements.
Age
The age distribution of workers in contingent and alternative work 
arrangements in 2005, contrasted with noncontingent and traditional 
employment, is shown in Tables 2.3 and 2.4. The largest group of con-
tingent workers was between 16 and 24 years of age (27.2 percent). 
This is in contrast to noncontingent workers, where the largest group 
was the category of 35–44-year-olds (25.1 percent). Contingent work-
ers are twice as likely as noncontingent workers to be under 25 years of 
age. Table 2.4 provides an age breakdown across alternative work ar-
rangements. Workers in temporary and on-call work arrangements were 
more heavily clustered in the younger age groups than was the case for 
other work arrangements: nearly 20 percent of both on-call and tem-
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porary workers were between 16 and 24. The distribution of indepen-
dent contractors was more skewed to the older-age categories compared 
with any other work arrangement, including traditional arrangements. 
For example, workers ages 55 and older represented 27.3 percent of 
independent contractors, as opposed to 13.8 percent of temporary work-
ers. The age distribution of contract workers was most consistent with 
that of traditional work arrangements. 
Gender and Ethnicity
The distribution of workers across contingent and alternative em-
ployment by gender and ethnicity is shown in Tables 2.5 and 2.6. In 
Table 2.3  Age Distribution of Contingent and Noncontingent Workers, 
 2005 (%)
Age Contingent workers Noncontingent workers





SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Contingent and Non-
contingent Workers by Selected Characteristics, February 2005.




contractors On-call Temporary Contract Traditional
Over 55 27.3 18.0 13.8 16.3 15.5
45–54 27.1 17.0 16.4 22.8 23.7
35–44 26.6 23.3 20.8 24.1 24.7
25–34 14.7 21.8 29.8 25.2 22.2
16–24 4.3 19.9 19.3 11.6 13.9
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Workers with Alterna-
tive and Traditional Work Arrangements by Selected Characteristics, February 2005.
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2005, women and minorities comprised a greater percentage of contin-
gent workers than noncontingent workers. Among alternative work ar-
rangements, the percentage of employment in temporary help agencies 
for women, African Americans, and Hispanics was higher than their 
employment percentages in traditional work arrangements. The per-
centage of independent contractors who were female, African Ameri-
can, or Hispanic was lower than the percentage of employees with these 
characteristics who were employed in traditional employment.
Education
The educational level of workers is shown in Tables 2.7 and 2.8. A 
larger percentage of contingent workers than noncontingent workers 
reported having less than a high school diploma. Interestingly, this was 
also true in 2005 for college education. Within alternative employment 
arrangements, the percentage of temporary help agency workers pos-
Table 2.5  Selected Demographics of Contingent and Noncontingent 
Workers, 2005 (%)




SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Contingent and Non-
contingent Workers by Selected Characteristics, February 2005.





contractors On-call Temporary Contract Traditional
Women 35.3 49.4 52.8 31.0 47.8
Black 5.6 8.6 22.7 14.9 10.9
Hispanic 9.2 15.7 21.0 16.4 13.1
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Workers with Alterna-
tive and Traditional Work Arrangements by Selected Characteristics, February 2005.
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Table 2.7  Distribution of Contingent and Noncontingent Workers, by 
Educational Attainment, 2005 (%)
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Contin-
gent and Alternative Employment Arrangements, Employed Contingent and Noncon-
tingent Workers by School Enrollment and Educational Attainment, February 2005.












15.5 24.5 23.5 36.6
Noncontingent 
workers
8.6 29.7 28.5 33.1
Table 2.8  Distribution of Workers in Alternative Work Arrangements, 
by Educational Attainment, 2005 (%)












7.7 27.6 29.1 35.6
On-call workers 13.7 27.8 28.8 29.7
Temporary help 
agency workers
16.9 29.5 32.4 21.2
Contract fi rm 
workers
13.0 19.9 30.5 36.6
Traditional 
arrangements
8.7 29.8 28.3 33.2
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Workers with Alter-
native and Traditional Work Arrangements by School Enrollment and Educational 
Attainment, February 2005.
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sessing less than a high school diploma was larger than that of any other 
employment arrangement. Both contract fi rm and independent contract 
employment arrangements had a larger percentage of college-educated 
workers than did traditional employment. The employment arrangement 
with the largest percentage of workers in the “some college” category 
was temporary help agencies, suggestive perhaps of employment in this 
category being most consistent with continued progression toward de-
gree completion. 
Occupation and Industry
Table 2.9 shows that, compared to the distribution of workers in 
regular (noncontingent) employment, a larger percentage of contingent 
workers in 2005 was in the occupational categories of administrative 
support or operators, fabricators, and laborers, and a lower percentage 
was in professional specialties. Compared to the occupational distribu-
tion of workers within traditional employment arrangements, the distri-
bution of independent contractors was more concentrated in a profes-
sional specialty (57 percent) and substantially less among administrative 
support occupations (3.4 percent) (Table 2.10). The occupational distri-
bution of temporary help agency employment was more concentrated in 
administrative support (24.8 percent) and operators, fabricators, and la-
borers (37.2 percent) and less in professional specialties (22.4 percent) 
than was the case in traditional employment. The occupational distribu-
tion in contract fi rms and on-call employment were similar, both with a 
substantially higher percentage in service occupations and in the opera-
Table 2.9  Distribution of Workers in Contingent and Noncontingent 








Contingent 41.6 14.8 15.7 27.8
Noncontingent 47.3 13.9 15.6 23.3
SOURCE: Bureau of Labor Statistics, Current Population Survey Supplements: Con-
tingent and Alternative Employment Arrangements, Employed Contingent and Non-
contingent Workers by Occupation and Industry, February 2005.
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tor et al. grouping and less in administrative support occupations than 
was the case for traditional employment.
There were also differences among industries. Under all three defi -
nitional estimates of the contingent workforce, there was a higher per-
centage of workers in the services industrial classifi cation than in the 
case of noncontingent employment (Table 2.11). Work in the service 
sector represented the majority of employment for on-call workers 
(55.7 percent) (Table 2.12). While the percentage employed in services 
among independent contractors and temporary help agency workers 
(44.4 percent and 47.7 percent, respectively) was similar to that of tra-
ditional employment (43.4 percent), a substantially lower percentage of 
contract fi rm employment (30.9 percent) was in services. Manufactur-
Table 2.10  Workers in Alternative and Traditional Work Arrangements, 









57.0 3.4 13.7 25.8
On-call 40.0 8.2 22.1 29.6
Temporary help
agency
22.4 24.8 15.6 37.2
Contract fi rm 42.1 4.7 26.2 27.0
Traditional 46.7 14.9 15.5 22.9
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Workers with Al-
ternative and Traditional Work Arrangements by Occupation and Industry, February 
2005.
Table 2.11  Workers in Contingent and Noncontingent Arrangements, by 
Selected Industry Grouping, 2005 (%)
Services Wholesale/retail Manufacturing
Contingent 57.6 8.6 6.4
Noncontingent 43.3 15.6 11.9
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Contingent and 
Noncontingent Workers by Occupation and Industry, February 2005.
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ing employment represented less than 5 percent of total employment for 
independent contractors and on-call workers, in contrast to 12.6 percent 
of traditional employment, and was a higher percentage of employment 
among temporary help workers (28.4 percent) than any other form of 
employment arrangement. 
VOLITION IN THE SHADOW WORKFORCE
An important issue in the study of contingent and alternative em-
ployment relationships is the extent to which the arrangement refl ects 
employee choice. The CPS supplement lends itself to some explora-
tion of this question in that it asks individuals to report their preference 
for the current work arrangement, the response options for contingent 
workers being “prefer noncontingent,” “prefer contingent,” and “it de-
pends.” Across all three contingent employment defi nitions/estimates, 
the most frequently stated preference of workers currently employed 
in contingent employment was that of noncontingent employment ar-
rangements and by a wide margin (55.3 percent preferring noncontin-
gent employment to 35.5 percent preferring contingent employment in 
2005 [Table 2.13]). Investigating preference across alternative work 
arrangements reveals greater differences in attitudes. Independent con-
Table 2.12  Distribution of Workers in Alternative and Traditional Work 
Arrangements, by Selected Industry, 2005 (%)








Contract fi rm 30.9 6.5 14.1
Traditional 43.4 16.1 12.6
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Contingent and 
Noncontingent Workers by Occupation and Industry, February 2005.
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tractors expressed little interest in traditional employment (only 9.1 
percent), contrasted with signifi cantly larger percentages of temporary 
help workers (32.1 percent) and on-call employees (44.6 percent) (Ta-
ble 2.14). 
EARNINGS AND ACCESS TO BENEFITS IN ALTERNATIVE 
EMPLOYMENT RELATIONSHIPS
Median weekly earnings for contingent workers ($405 to $488, de-
pending on operational defi nition of contingent employment used) were 
Table 2.13  Distribution of Contingent Workers, by Preference for 
Contingent Employment, 2005 (%)





SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Contingent Work-
ers by their Preference for Contingent or Noncontingent Work Arrangements, Febru-
ary 2005.







Prefers alternative 82.3 46.1 56.2
Prefers traditional 9.1 44.6 32.1
It depends 5.2 6.8 6.5
Not available 3.4 2.5 5.3
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Workers with Al-
ternative Work Arrangements by their Preference for a Traditional Work Arrange-
ment, February 2005.
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lower than median weekly earnings of noncontingent workers (Table 
2.15). The median weekly earnings of independent contractors and con-
tract fi rm workers were higher than individuals who are on-call or tem-
porary help agency workers (Table 2.16). Perhaps somewhat surpris-
ing is that contract fi rm workers, not independent contractors, show the 
highest median weekly earnings level in the 2005 survey. The lowest 
median earnings level was that of temporary help agency workers, with 
on-call workers earning a higher median weekly income. 
In terms of benefi ts, only 18.1 percent of contingent workers re-
ported access to employer-provided health insurance. 52.1 percent of 
noncontingent workers and 12.4 percent of contingent workers were 
eligible for employer-provided pension plans, in contrast to 44.7 per-
cent of workers in noncontingent employment (Table 2.17). We would 
not expect independent contractors to have access to these benefi ts, as 
they are self-employed and responsible for providing their own. Nearly 
Table 2.15  Median Usual Weekly Earnings of Contingent Workers, 2005




SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Median Usual Weekly Earn-
ings of Full- and Part-time Contingent Wage and Salary Workers and those with Alter-
native Work Arrangements by Sex, Race, and Hispanic Origin, February 2005.
Table 2.16  Median Usual Weekly Earnings of Workers with Alternative 
Work Arrangements, 2005
Alternative worker arrangement Usual weekly earnings ($)
Independent contractors 716
On-call 519
Temporary help agency 414
Contract fi rm 756
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Median Usual Weekly Earn-
ings of Full- and Part-time Contingent Wage and Salary Workers and those with Alter-
native Work Arrangements by Sex, Race, and Hispanic Origin, February 2005.
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50 percent of employees in contract fi rms reported employer-provid-
ed health insurance, compared to only 8.3 percent of temporary help 
agency workers (Table 2.18). Similarly, 33.5 percent of contract fi rm 
workers were eligible for employer-provided pension plans in con-
trast to 3.8 percent of temporary help agency workers. In summary, 
contingent workers had less access to both health insurance and pen-
sion benefi ts than their noncontingent counterparts, and, with the ex-
ception of our expectation on independent contractors, the lowest 
level of health insurance and pension coverage was among temporary 
help agency workers. Combined, these data paint a complex portrait 
of the shadow workforce. It is a tapestry of diverse employment ar-
rangements with distinct demographic profi les, differing levels of em-
ployee volition, and very different outcomes as measured in earnings 
and benefi ts. 
To increase understanding of the forces that provide the impetus for 
the formation and the maintenance of the shadow workforce, we adopt 
the economist’s propensity for demand and supply. We fi rst discuss the 
demand side, highlighting factors that may motivate organizations to 
increase their use of contingent workers. We then focus on the supply 
side, examining why employees choose to work in a contingent capac-
ity. In this examination we concentrate on temporary employees, where 
research exists to shed light on the question. Logic and evidence sug-
gest that the factors are likely a function of both supply and demand. 
The chapter ends with an examination of the consequences of contin-
gent worker usage for the organization. 
Table 2.17  Access to Employer-Provided Health Insurance and Pension 
Plans, 2005 (%)
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Contingent and 
Noncontingent Workers and those with Alternative and Traditional Arrangements 
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ORGANIZATIONAL REASONS TO HIRE 
CONTINGENT WORKERS
Numerous reasons have been cited in the literature for organization-
al usage of contingent employees, from fi lling in for absent permanent 
employees to avoiding the perception of wage inequity. These reasons 
can be divided into three general categories: cost reduction, increasing 
fl exibility, and avoiding restrictions/consequences (von Hippel et al. 
1997). Although these reasons are presented separately, organizations 
may rely on the contingent workforce for all of these reasons (Liden, 
Wayne, and Kraimer 2003). 
Cost Reductions 
Reducing wage and benefi t costs is a major motivation for com-
panies to turn to a contingent workforce. As a rule, most contingent 
employees do not receive the same wages as permanent employees do-
ing the same work (Coates 1997). Average benefi ts costs can increase 
compensation levels anywhere from 25 to 40 percent above the base 
levels. Consistent with this reasoning, a positive relationship has been 
documented in a large number of organizations between the average 
Table 2.18  Workers with Alternative and Traditional Work Arrangements, 
by Employer-Provided Health Insurance and Eligibility for 






Independent contractors 0.0 1.9
On-call 25.7 27.8
Temporary help agency 8.3 3.8
Contract fi rm 48.9 33.5
Traditional 56.0 47.7
SOURCE: Bureau of Labor Statistics, Current Population Survey (CPS) Supplements: 
Contingent and Alternative Employment Arrangements, Employed Contingent and 
Noncontingent Workers and those with Alternative and Traditional Arrangements 
by Health Insurance Coverage and Eligibility for Employer-provided Pension Plans, 
February 2005.
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fringe benefi t level and the ratio of temporary to total employee use 
(Mangum, Mayall, and Nelson 1985). In addition, even when pay rates 
for contingent workers are not necessarily lower, resources can be saved 
by hiring employees only for a fi nite period of time. For example, a 
company may hire temporary executives, such as chief fi nancial offi -
cers (CFOs), when unable to afford a permanent hire (Messemer 1994). 
The temporary CFO can bring key fi nancial stewardship and insight to 
an organization for a limited time, within a manageable budget (World 
Future Society 1997).
Use of contingent workers can affect costs other than wages. Orga-
nizations may save on training-related costs by hiring contingent work-
ers who were trained elsewhere for the tasks they will be performing 
(Caudron 1994). Temporary employees in particular also may reduce 
organizational costs of recruiting and testing. For example, hiring from 
temporary worker ranks can serve as a screening tool for the organiza-
tion, and thus lower selection costs (Pfeffer and Baron 1988). This kind 
of strategy has been employed by organizations such as Hancock In-
formation Group, where 39 percent of its permanent employees began 
as temporary employees. Similarly, Universal Tax Systems typically 
brings in 40 temporary employees prior to its busy season, of whom 10 
to 20 are hired permanently afterward (Fenn 1995). Indeed, 70 percent 
of employers in a Robert Half International Survey said that they had 
hired a temporary employee for a permanent position after having seen 
the temporary employee “in action” (Financial Management Associa-
tion 1997). Finally, organizations may save on administrative overhead 
when the temporary agency is responsible for processing the employee 
paychecks and attending to paperwork associated with employment 
(Davis-Blake and Uzzi 1993). 
Flexibility
Flexibility is another frequently cited reason for organizations’ use 
of contingent employees. Given our global economy, it is now a truism 
that output demand fl uctuates tremendously over time. These fl uctua-
tions may be more effectively managed through the use of a contingent 
workforce (Kochan et al. 1994). In a survey by the Society for Human 
Resource Management (1999), respondents indicated that the main rea-
son companies use fl exible staffi ng arrangements is to meet workload 
Ch. 2.indd   46 4/11/2008   11:03:13 AM
Operationalizing the Shadow Workforce   47
or business fl uctuations. Such fl exibility would be particularly attrac-
tive where the corporate culture favors employment security for perma-
nent employees. Rather than laying off permanent workers, the com-
pany may rely upon judicious use of contingent workers to respond to 
transitory fl uctuations in output demand (Cappelli and Neumark 2004). 
Indeed, in a twist on this strategy, Lancaster Laboratories avoids layoffs 
during the slow season by having their employees work as temporary 
employees outside the company during their off months (Greco 1997). 
The use of contingent workers may also enhance fl exibility by en-
abling the organization to focus permanent employees’ efforts on core 
competencies while having contingent workers perform more periph-
eral work. This approach has the potential to reduce structural differ-
entiation within the permanent workforce and thereby make integration 
easier among employees. That is, they develop a shared set of values, 
orientations, and activities as a result of focusing on the organization’s 
core competencies (Lawrence and Lorsch 1967). This is consistent with 
the trend to outsource and the focus toward relying upon a small group 
of higher-paid employees who have fi rm-specifi c knowledge. Contin-
gent workers can also facilitate organizational access to skill fl exibility 
by providing highly specialized functions that, while necessary, are in-
frequently recurring, or for which need is periodic or unpredictable. 
Avoiding Restrictions and Consequences 
Organizations also may be motivated to use contingent workers to 
avoid some of the potentially negative consequences of permanence in 
employment relationships. Organizations can avoid building commit-
ment to a large number of permanent workers and subsequently hav-
ing to fi re unneeded employees by using contingent workers. That is, 
“contingent workers offer fl exibility without long-term commitments” 
(Grossman 1998), as discussed in Chapter 3. Restrictions that may be 
avoided include those created by unions, the legal framework, the orga-
nizational budget, and internal wage levels.
It has been speculated by union offi cials that companies may use 
contingent workers, in particular temporary employees, as an attempt to 
avoid unionization (Kochan et al. 1994). But in an even broader sense, 
with the increase in use of temporary workers, unions are concerned 
that employers are using temporary workers to redefi ne the employee 
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relationships. To counteract this, unions have moved to reduce the re-
strictions on organizing temporary workers, thus reducing this organi-
zational rationale for their use (Dreazen 2000). For more information 
on union responses, refer to Chapter 4. 
Companies also avoid various legal restrictions by using contingent 
workers. Typically, the client organization pays a fl at fee to a temporary 
employment service agency or a leasing company to cover the worker’s 
wages and benefi ts, as well as overhead to the agency. The client orga-
nization is not liable for benefi ts such as health care insurance, vacation 
pay, and holiday pay. At the same time, the organization also is relieved 
of paying unemployment taxes, workers’ compensation, and other pay-
roll taxes. This also may provide a strategy for avoiding the require-
ments of Consolidated Omnibus Budget Reconciliation Act (COBRA) 
and the Fair Labor Standards Act (FLSA); see Chapters 5 and 6 for 
more details. Thus, although the company may pay a higher hourly rate 
for the temporary worker, it eliminates many of the extra costs and risks 
associated with a permanent employee. 
One issue of concern, especially with temporary workers, is that of 
coemployment, the term used to describe the relationship between the 
client employer and the worker (Tansky and Veglahn 1995). That is, 
the temporary worker is employed by the temporary agency but works 
on-site at the client employer. Under this employment arrangement it 
is unclear who is legally responsible for the temporary worker. For ex-
ample, if the temporary worker is sexually harassed while placed at 
the client employer, does the temporary agency or client employer take 
legal responsibility? The laws are not entirely precise on these matters. 
These issues are discussed in more detail in Chapter 5.
In addition, companies may hire contingent workers as a means of 
avoiding internal budget constraints in place for permanent hires. For 
example, in many state and federal agencies authorization is neces-
sary to hire a new employee. Moreover, companies often impose hiring 
“freezes” for budgetary or even public relations reasons. Often, how-
ever, these companies or units within the company have discretionary 
budgets that are not subject to the same kinds of authorizations and 
constraints. Thus, if a department cannot hire a permanent employee, it 
may still be able to contract out the work by hiring a contingent worker 
(Grossman 1998). Additionally, companies may be under pressure to 
keep their personnel allocations down. By hiring contingent workers 
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they are able to achieve this goal since the costs are not permanently 
incorporated into the base budget.
Finally, organizations may access the shadow workforce to avoid 
perceptions of wage inequity among their permanent employees. For 
example, companies that pay above market wages may contract out 
those activities that can be staffed at lower relative salaries. Through 
the use of contingent workers, this may be done without damaging the 
organization’s reputation as a high wage provider. Alternatively, orga-
nizations may decide to contract out high-paying activities (e.g., con-
sulting) to avoid pressure to upgrade the current internal wage scale. It 
has been argued that by cutting overall employment costs, contingent 
workers can enable organizations to provide permanent employees with 
greater job security and better compensation (Davis-Blake, Broschak, 
and George 2003). 
INDIVIDUAL MOTIVATION TO WORK AS A 
CONTINGENT WORKER
Although companies have strong incentives to hire contingent 
workers, the individuals’ motivation to work as a contingent worker 
may bear little correspondence to these incentives. The desirability of 
permanent employment has been well ingrained in our culture, and per-
manent employment provides workers with better salaries, benefi ts, and 
a greater level of job security than contingent work (Connelly and Gal-
lagher 2004; Golden and Applebaum 1992). Why, then, would anyone 
choose to work in a contingent capacity?
Although there are a large number of idiosyncratic reasons why in-
dividuals are motivated to work as contingent employees, the research 
on temporary employees in particular points to a few critical factors. 
Specifi cally, temporary employees work in such a capacity because they 
cannot obtain the kind of permanent position they desire, they want the 
fl exibility that temporary employment offers, they value the variety that 
temporary employment offers, and/or they seek the skills and training 
provided in temporary positions (Golden and Applebaum 1992; Men-
denhall 1993; Tetrault 1994; von Hippel et al. 1997). At a broader level, 
one could classify this list of reasons to propose that some people work 
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as temporary employees because they prefer various aspects of the job 
such as fl exibility, variety, and skill enhancement, whereas others work 
as temporary employees because they have only limited opportunities 
to do otherwise (Feldman 1995; Nardone 1986). For example, a col-
lege student might fi nd temporary employment attractive because of the 
fl exibility it provides. A student can work during the summer months 
and school holidays, while turning down positions when exams and as-
signments are pending. In contrast, an employee who has been recently 
laid off from a downsizing company might be working in a temporary 
capacity until a permanent position becomes available.
In previous work, the implication of classifying temporary employ-
ees in this manner was explored (von Hippel et al. 2000). Specifi cally, 
temporary employees were categorized based upon their beliefs about 
the degree of choice they have to work as a temporary employee. Those 
employees who perceive themselves as having no choice but to work 
as a temporary employee were classifi ed as “involuntary” temporar-
ies, whereas those who believed they were with a temporary agency by 
choice were classifi ed as “voluntary” temporaries (Ellingson, Gruys, 
and Sackett 1998; Feldman 1995; Feldman, Doerpinghaus, and Turnley 
1995; Marler, Barringer, and Milkovich 2002). This classifi cation ap-
pears to be meaningful in that voluntary temporary employees were 
found to have different sources of satisfaction with their work, com-
mitment to their employers, and perceptions of personal control over 
how they accomplish their work than involuntary temporary employees 
(von Hippel et al. 2000). Specifi cally, involuntary temporaries showed 
increased personal control, satisfaction, and commitment to the degree 
that they were gaining new skills from their temporary assignments. 
In contrast, voluntary temporaries showed increased personal control 
and satisfaction to the extent that they experienced variety in their task 
assignments. Thus, it seems that voluntary temporary employees are 
looking for variety in temporary placements, whereas involuntary tem-
porary employees are looking to gain new skills from their temporary 
placements. To the extent that voluntary and involuntary temporary 
employees experience these differential characteristics, work-related 
attitudes are more positive.
Feldman, Doerpinghaus, and Turnley (1994, 1995) propose a simi-
lar distinction. They fi nd that temporary employees who work in a tem-
porary capacity by choice have more positive job attitudes than those 
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who believe they have no other option. Temporary employees who work 
in positions consistent with their expertise, and who are not trying to 
convert a temporary position into a permanent one, also manifest more 
positive job attitudes. Ellingson, Gruys, and Sackett (1998) also explore 
whether temporary employees who work in this capacity voluntarily 
are more satisfi ed than their involuntary counterparts. They fi nd that 
both univariate and multivariate indices of “voluntariness” were com-
parable in predicting satisfaction among temporary employees. Volun-
tary temporary employees were more satisfi ed than involuntary tempo-
raries with temporary work, whereas no differences emerged between 
voluntary and involuntary temporary employees with regard to growth 
satisfaction, co-worker satisfaction, or supervisor satisfaction. Finally, 
Marler, Barringer, and Milkovich (2002), using a similar classifi cation 
(termed “traditional” and “boundaryless” contingent workers), dem-
onstrate that voluntary temporary employees’ performance was more 
sensitive to job-related attitudes such as satisfaction and commitment 
compared to involuntary temporary employees.
This research does not speak to contingent workers more generally, 
however. Interestingly, although statistics indicate that an overwhelm-
ing percentage of the workforce is desirous of permanent employment, 
anecdotal evidence suggests that an increasing number are viewing 
contingent work positively. For example, in the high-tech area, many 
individuals move from one company to the next, hiring themselves out 
for limited projects, or allow themselves to be hired permanently with 
the knowledge that their stay will be relatively short. This fl exibility 
enables them to continuously offer themselves up to the highest bid-
der, thus keeping their compensation at or above the market. It also 
permits them to maintain a skill set that is not company-specifi c; in so 
doing, that makes them far more valuable both to the company in which 
they work and the market in general. Finally, in some sectors of the 
economy, the growth of individual wealth over the past decade is such 
that some people, having satisfi ed many of their extrinsic interests, are 
free to focus on lifestyle and work and nonwork uses of time. People 
want to spend time with their families, to work at home, and to have 
extended periods of not working. Contingent work is enabling insofar 
as they can select positions aligned with their values and needs, leave 
positions that impose unacceptable demands on their time, and negoti-
ate for preferential arrangements.
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INTERFACE OF SUPPLY AND DEMAND FACTORS
We have approached the utility of contingent workers as main ef-
fects from both the demand and supply side, but in the economy of the 
twenty-fi rst century, it appears as if the interaction of needs is more 
compelling. The convergence of thinking regarding the utility of con-
tingent workers has been a signifi cant trend that may portend their in-
creasing use. The meeting of the minds regarding contingent workers 
can best be seen in two areas: the changing nature of the employment 
relationship and the changing nature of benefi ts. We will discuss each 
briefl y.
Abundant research suggests that the nature of the employment re-
lationship is changing (Littleton, Arthur, and Rousseau 2000). Specifi -
cally, both employers and employees are seeing the benefi t of keeping 
options open; fl exibility allows a company to release people it no longer 
needs, and allows workers to easily leave when a better position be-
comes available. These examples best illustrate the changing mind-set: 
the diminishing stereotypes of the laid-off employee and the employee 
who job hops, the movement to more of a project orientation, and the 
outsourcing of noncore competencies. First, we all know that there has 
been a stigma associated with someone who was released from a job 
or who moves around “too frequently.” This stereotype has begun to 
change from a very negative one—refl ected in a general desire to avoid 
the person—to a neutral or even positive one—an openness to see what 
the person has to offer, and in the case of someone who has moved 
around, an attribution that the individual might be highly sought after. 
Second, as companies become more project-oriented, they neces-
sarily use permanent employees in a more incidental nature and often 
need to “backfi ll” with contingent workers. This project orientation has 
necessitated frequent reorganizations in existing fi rms, but more impor-
tantly has served to make salient to employees the temporary nature of 
the work. That is, rather than being job focused and thus having perma-
nence because of the position, work is now seen as transitory, with a 
fi nite beginning and end. 
Third, the widespread use of outsourcing has led to the deterioration 
of the traditional companies. Even in the most conventional companies, 
it is common to see consultants come into the company to assist in ar-
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eas that fall outside the company’s basic expertise. Moreover, when a 
fi rm chooses to outsource, efforts are made to treat the individuals who 
assist as partners, thus blurring the separation between permanent and 
contingent workers. Finally, when individuals who had previously per-
formed the now outsourced function are replaced, the fi rm becomes de-
pendent upon the outsourced partners. As a consequence, the contingent 
workers from the outsourced partner develop a sense of permanence 
with the organization. 
Another area that has seen a convergence of the needs of both com-
panies and employees is benefi ts. Historically, benefi ts have rested 
within the company, so if an employee moved to a different organiza-
tion, she risked not being covered or having to wait for eligibility. This 
forced many employees—particularly those who might need to use the 
benefi ts—to stay with an organization regardless of their satisfaction. 
Recently, at least two signifi cant changes have occurred in the nature 
of benefi ts that not only facilitate the movement between organizations, 
but also reinforce the normative nature of movement. First, retirement 
plans have moved from traditional plans to more portable plans, such as 
401(k)s and “cash balance” or “pension equity” plans. These plans—ig-
noring the problems of the new plans for older workers—are notable for 
their portability and thus are appealing to young employees who may 
want to change jobs frequently. With these new plans, employees can 
move to a different organization at will and can retire at any point of 
their careers. These plans facilitate fl exibility and the kind of restructur-
ing in which dynamic organizations need to engage (Burlingame and 
Gulotta 1998). 
Second, with the spiraling costs of health care, insurance is a re-
quirement and is often the factor that motivates people to work. Stories 
of “dumping” noninsured patients to other hospitals abound. Although 
issues of insurability continue to be important, statutes (e.g., authoriz-
ing COBRA) now assist people in keeping their insurance when they 
change jobs. 
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DIRECTIONS FOR FUTURE RESEARCH
Although the previous discussion provides evidence for the use of 
contingent workers, a variety of issues remain unexamined. The scope 
of this chapter does not allow for an exhaustive list of these issues, but 
we address a few of them here. Specifi cally, we discuss the implications 
of a blended workforce, that is, a blend of permanent and contingent 
workers. Next we examine the changes that occur in company culture 
when there are large numbers of contingent workers in the workplace. 
Finally, we address the question of what motivates the contingent work-
er, focusing primarily on the temporary employee. Other important 
questions, such as whether public policy changes are required with the 
increased use of contingent workers, are covered in Chapter 6.
Almost all workforces are blended in some important ways. For ex-
ample, there often are regional and divisional differences within a com-
pany, as well as differences in job description, training level, pay, and 
demographics. These sorts of blended workforces are unlikely to create 
the same sorts of problems and opportunities created by a blend of con-
tingent and permanent workers, however, because all of these workers 
accept and endorse the common in-group identity provided by the com-
pany that employs them. In contrast, the blend of contingent and perma-
nent workers brings people together who may share no common in-group 
identity at all. This lack of a bond between workers has the potential to 
create prejudice and confl ict between groups (as discussed below), which 
in turn can be exacerbated by the inherent differences in status that exist 
between permanent and contingent workers (Pettigrew 1998). 
The existing research focuses on temporary employees and suggests 
that they have largely negative effects on permanent employees. Per-
manent employees often resent the presence of temporary employees, 
feeling that their work is not up to par, which then forces the permanent 
employee to compensate for the temporary workers’ poor performance 
(Smith 1994). Permanent employees who work alongside temporary 
employees also showed decreased trust in and commitment to the or-
ganization (George 2003). Not surprisingly then, blended workforces 
also reduced permanent employees’ intentions to remain at their jobs 
(Davis-Blake, Broschak, and George 2003). 
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More recent research has started to examine some of the psycho-
logical mechanisms underlying these negative consequences of blended 
workforces (Kraimer et al. 2005; von Hippel 1999). The results of this 
work suggest that a blended workforce produces negative outcomes 
when the perceived motives for using temporary employees are deemed 
inappropriate (e.g., hiring temporary employees as a way to cut costs 
rather than to increase fl exibility or deal with fl uctuations in demand), 
the layoff policy is unfavorable, and/or the relative rank of the tempo-
rary worker is equal to or greater than that of the permanent employee. 
These results further suggest that these conditions lead to negative out-
comes because the permanent workers feel threatened by their tempo-
rary colleagues. Specifi cally, perceptions of threat arise, which in turn 
lead to intergroup biases on the part of permanent employees, causing 
them to think and act negatively toward their temporary co-workers. 
The negative consequences of a blended workforce appear to trans-
late to permanent employees’ performance as well. In one study, per-
manent employees who felt threatened by the presence of temporary 
co-workers showed lower performance than employees who did not 
(Kraimer et al. 2005). Further research is necessary to fully understand 
the effects of a blended workforce, as well as to determine how to pre-
vent these negative consequences and thereby allow companies to reap 
the full benefi ts of a blended workforce. Indeed, recent research sug-
gests that temporary workers can also feel threatened by negative ste-
reotypes held by managers and their permanent co-workers (Gallagher 
and Parks 2001; von Hippel et al. 2005).
Another issue that has not been addressed deals with company cul-
ture when a workforce contains a blend of contingent and permanent 
workers. Most organizations pride themselves on their unique culture, 
and staffi ng decisions—hiring, retention, and promotions—often rest 
on the fi t of the individual with the organization (which is to say the cul-
ture). With increasing use of temporary, contract, and outsourced part-
ners, two problems may result. First, as organizations are increasingly 
outsourcing their HR functions, the company’s culture becomes increas-
ingly similar to the culture of the company to which it has outsourced 
the human resource function. Companies try to hire employees who 
“match” the company culture and image, just as prospective employees 
try to determine if their values match those of the company. As a con-
sequence, the culture of the organization must take on components of 
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the culture of the partnering groups. The second problem results when 
a sizeable percentage of the company is composed of contingent work-
ers who come and go frequently. Contingent workers may not stay long 
enough to detect and assimilate to the client employer’s culture. These 
situations can result in either cultural blending or cultural blandness, 
depending on how well the employees are managed. These situations 
may have implications for the company’s long-term vitality. If human 
resources are outsourced or there are too many transient workers, there 
may be no “unique culture,” and thus, the organization’s competitive 
advantage will suffer. 
Because contingent workers, by defi nition, do not share the same 
sense of “permanence” with employees of the organization, managing 
their attitudes and performance may be an entirely different process 
than for permanent employees. Indeed, different antecedents and inter-
relationships among temporary employees’ attitudes and behaviors have 
been described in recent years (Moorman and Harland 2002; Parker et 
al. 2002; Slattery and Selvarajan 2005). Some new methods of manag-
ing contingent versus permanent employees have also been proposed. 
Through two case studies, Koene and van Riemsdijk (2005) have dem-
onstrated the benefi ts organizations reap through careful management 
of temporary employees in distribution centers. When temporary em-
ployees are “carelessly managed” they are treated as expendable, so-
cialization is nonexistent, and training is minimal. In this particular 
distribution center there was a standing joke whereby permanent work-
ers would not tell a temporary employee their names until the tempo-
rary employee had been working for six weeks. It was believed that 
providing your name before this time was pointless since temporary 
employees typically did not last six weeks—no wonder! Contrast this 
approach with the second distribution center, where temporary work-
ers were given extensive training, socialization, and support. Although 
temporary employees in this fi rm were treated differently from the per-
manent employees, this treatment was no worse (nor better, just differ-
ent). As a consequence, this careful management resulted in lower rates 
of sickness, minimal “no shows,” and increased tenure compared to the 
“careless” approach.
As this chapter has demonstrated, however, contingent employees 
are not a homogeneous group, and thus not all management strategies 
are likely to be equally effective with this diverse population. For ex-
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ample, von Hippel et al. (1997) show how human resource practices for 
temporary versus permanent employees vary according to the business 
philosophy regarding temporary employees (e.g., as strategic partners 
or a necessary evil) and by human resource functional area (e.g., staff-
ing, development, compensation). Additionally, as discussed previous-
ly, the management of contingent workers is likely to differ depend-
ing on whether the contingent workers are working as such voluntarily 
or involuntarily. For example, when managing voluntary temporaries, 
managers can try to provide a number of different tasks for workers to 
enhance feelings of variety. In contrast, a skills focus should be adopted 
when managing involuntary temporary employees, given the role that 
learning new skills plays in their levels of satisfaction, commitment, 
and personal control.
CONCLUSION
The shadow workforce is a sizeable, heterogeneous group. If it was 
ever the case, researchers certainly cannot now lump such workers into 
a single grouping category. There is also signifi cant heterogeneity in 
motivation on the employing side of the labor exchange. Researchers 
and policymakers must distinguish among types of contingent work and 
contingent workers or risk simplistic analyses with simplistic solutions. 
Articulation of the construct of contingent worker is required, as sweep-
ing generalizations ignore critical differences inherent in this group of 
workers. This chapter demonstrates the diversity in demographic pro-
fi les, levels of employee volition, different job outcomes, and occu-
pational and industry representations among categories of contingent 
workers. The old stereotypes of the contingent employee must be re-
conceptualized and replaced with new understandings. 
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